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The Story in Brief 



1950 

1949 

1948 

Net Sales. 

$2,556,371,110 

$2,168,928,412 

$2,295,991,180 

Net Income before Federal Taxes on Income 

303,651,981 

178,206,718 

228,706,016 

Net Income after Taxes. 

143.654,981 

108,206,718 

137,206,016 

Earnings per Share. 

6.08 

4.58 

5.80 

Taxes, Federal, state and local. 

189,974,604 

93,942,140 

114,361,434 

Taxes per Share. 

8.03 

3.97 

4.84 

Dividends Paid. 

65,027,911 

53,204,654 

53,198,262 

Dividends Paid per Share. 

2.75 

2.25 

2.25 

Working Capital. 

469.308.032 

411,545.860 

375,707,426 

Inventories. 

380,193,760 

321.396,365 

349,121,583 

Merchandise on Order. 

418.813,065 

284,913,629 

263,338,175 

Land, Buildings, Fixtures and Equipment. 

318.713.860 

290,518,544 

271,618,959 

Accumulated Depreciation on Buildings, 

Fixtures and Equipment. 

131,367,406 

120,588,867 

111.952,714 

Stockholders’ Equity. 

693,343.080 

614,716,010 

559,713,946 

Depreciation. 

18,839,443 

20,529,088 

22,138,102 

Contribution to The Savings and Profit 

Sharing Pension Fund of Sears. Roebuck 

and Co. Employes. 

30,462,036 

17,822,643 

22,817,079 

Contribution to The Supplemental Savings 
and Retirement Plan of Sears. Roebuck 

aird Co. Employ es. 

2,500.000 

2,000,000 

2,000,000 

Number of Stockholders. 

94,362 

94,796 

94,735 

Number of Retail Stores. 

665 

654 

632 

Number of Mail Order Plants. 

11 

11 

11 

Number of Order Offices. 

404 

358 

341 
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SEARS, R O EBUC K AND CO. 

CHICAGO, ILLINOIS 


TO THE STOCKHOLDERS: 

The Annual Report of the Company for the fiscal year 1950, ended January 31, 
1951, including the Statement of Income and Accumulated Earnings, the State¬ 
ment of Financial Position, and the report of the independent public accountants 
appointed hv the Hoard of Directors, is submitted herewith. 

Sales , Income , Dividends 

Net sales for the year amounted to $2,556,371,110, an increase of $387,442,698, 
or 17.9%, over last year's volume of $2,168,928,412, establishing a new high record 
for the Company. 

Net income for the year after provision for all taxes was $143,654,981, equiva¬ 
lent to $6.08 per share of outstanding common stock, also a new high, as compared 
with $4.58 per share for 1949. The net income was equal to 5.62% of sales, as 
compared with 4.99% in 1949. 

Dividends equal to $2.75 per share were paid to stockholders. 

Financial 

Net working capital increased $57,762,172 during the year to $469,308,032 on 
January 31, 1951. Current assets were 2.4 times current liabilities at the year 
end. The cash balance of $263,010,402 did not reflect the improvement in the 
liquid condition of the Company, for as cash became available it was used to 
finance the increase in customers’ installment accounts. The Company financed 
$69,379,768 of the increase. 

Customers’ installment accounts outstanding totalled $517,755,131, which was 
$127,706,529 more than a year ago. The balance rose steadily during the year 
with the impetus in buying, occasioned by the Korean fighting and the pending 
program of defense mobilization, causing an abnormally heavy demand for durable 
goods in the second half of the year. The Company continued to sell accounts to 
banks during the year under the arrangement used for many years. Of the out¬ 
standing balance, the banks financed $360,896,829; the Company, $156,858,302. 

Marketable securities of $11,772,091 at January 31 market prices were 
$6,332,956 more than the book value of $5,439,135. 
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Merchandise inventories of $380,193,760 on January 31,1951, were $58,797,395, 
or 18%, more than at the close of last year. Merchandise on order for future de¬ 
livery totalled $418,813,065 on January 31, 1951, compared with $284,913,629 
a year ago, an increase of 47%. The merchandise inventories were somewhat 
low considering current sales demand and anticipated sales for the balance of 
the spring season. The merchandise on order for future delivery is the provision 
made for the flow of merchandise required to maintain ample stocks in accord¬ 
ance with planned sales. This large increase was due to a decided lengthening 
of the delivery period of many lines of merchandise and the increased cost of mer¬ 
chandise. 

Sales and income of the Allstate Insurance Companies, and of the foreign sub¬ 
sidiary stores in Cuba, Mexico, Brazil, and Venezuela; and the Company’s portion 
of earnings of partly-owned manufacturing companies were not included in Coin- 
panv sales and income, in accordance with previous years" accounting policy. The 
aggregate of such income applicable to the Company’s investment was $8,882,169 
for the year. The Company received and reported in income dividends of 
$3,376,717 from these companies during the year. 

The Company’s interest in the Allstate Insurance Companies is carried on our 
balance sheet at cost, $4,848,347. On December 31, 1950, the capital of the All¬ 
state Companies was $1,500,000 and the surplus was $16,508,826. A dividend of 
$1,500,000 was received from the Allstate Insurance Company during the year. 
Their assets at the close of 1950 amounted to $78,866,759. The comparative 
Consolidated Balance Sheet of the Allstate Companies is shown on Page 12. 


Properties 

The expansion program continued during the year at a moderate rate. Capital 
expenditures for the year for property, plant, and equipment amounted to 
$36,724,517 for all branches of the business. Of this amount, the largest expenditure, 
$31,934,038, was made for the retail system. The balance went into mail order, 
warehouse, and factory facilities. 

There were 12 new stores opened, including stores in foreign countries. 16 
others were replaced by new stores opened in improved quarters. Major enlarge¬ 
ments were made to 10 stores and a continuing program of modernization and 
improvement was carried on in many others. 7 large warehouses were completed 
and placed in operation and 5 others are under construction. A new department 
store was opened in Caracas, Venezuela, on March 29, 1950. 

Since the close of World War II, expenditures for additional physical capacity 
and improvement of facilities have resulted in an increased investment in property, 






plant, and equipment of $274,920,094, all of which has been financed without 
change in the Company’s capitalization and without borrowing. Such financing 
as was resorted to involved the sale of selected store properties, which were leased 
hack by the Company lor long-term occupancy. The total consideration involved 
in these property sales was $72,496,118 and the annual average rental amounts to 
$3,700,000. There were no such transactions during the year. 


Foreign 

The total investment in foreign stores, $22,520,120, represented 3.25% of the 
Company's net worth. Sales of these stores for the year amounted to $41,930,885 
and all stores operated at a profit. There was no restriction on the movement 
of funds in or out of Cuba, Mexico, or Venezuela. Brazil has imposed stringent 
import and currency restrictions. This presented no immediate fiscal problem, as 
funds in Brazil were needed to finance store operations. The expansion in Cuba 
and Mexico, consisting of small stores opened during the year, was financed by 
the respective foreign subsidiary corporations. 

Depreciation 

The amount charged against income for depreciation for the year was 
$18,839,443, compared with $20,529,088 last year. 

The Company policy of depreciating fixed assets faster than the Bureau of 
Internal Revenue regulations allow for Federal income tax purposes was continued 
during the year, as depreciation charges allowed by tin* Government inadequately 
provide for replacements. We estimate $1,700,000 excess depreciation was charged 
for the year; the excess depreciation for past years, including this, makes a total 
of $47,700,000 to he allowed. The point of difference in the two methods concerns 
the period of time over which the depreciation is allowed as a taxable deduction; 
therefore, the Company is required to pay the taxes currently on the amount dis¬ 
allowed each year and reduces the tax payment as it is allowed by the Bureau in 
later years. This means net income will he increased by the tax on $47,700,000 
as the Bureau allows the deduction. 


Taxes 

Provision of $160,000,000 has been made out of 1950 income for Federal in¬ 
come taxes. This sum is considered to be adequate. Last year’s provision was 
$70,000,000. 








The following shows the amount and extent of Company earnings which go to 
Federal, state, and loeal governments: 


Total Federal, state, and local taxes. 
Were equivalent to: 

Per cent of net income before taxes 

Per share of stock. 

Per $100 of net sales. 


1950 

$189,974,604 

56.94% 

$8.03 

7.43 


1 949 

$93,942,140 

46.47% 

$3.97 

4.33 


Please observe that 57% of the Company's income goes to help defray the 
cost of Government. 


Committee to Recommend Auditors 

The Board of Directors appointed a committee in March, 1950, consisting of 
four directors who are not officers or employes, to recommend to the Board the 
selection of independent auditors. This committee selected and the Board ap¬ 
pointed Touche, Niven, Bailey & Smart to audit the Company's records for the 
year. A similar committee will be appointed to recommend the selection of 
auditors for 1951. 


Profit Sharing and Retirement Program 

It seems appropriate to restate again the purpose and principles on which The 
Savings and Profit Sharing Pension Fund of Sears, Koebuck and Co. Employes 
was established on July 1, 1916: 

"In order that employes may share in the profits of this business, and to en¬ 
courage the habit of saving, the Company has decided to contribute annually a 
sum equal to five per cent of its net earnings (without deduction of dividends to 
stockholders), as shown by the annual audit of its books, to an Employes’ 
Savings and Profit Sharing Fund, as explained below, which will go into effect 
commencing July 1, 1916. 

"It is intended that this plan will furnish to those who remain in the employ of 
the Company until they reach the age when they retire from active service, a 
sum sufficient to provide for them thereafter, and that even those who achieve 
a long service record, hut who may not remain with the Company all of their 
business life, will have accumulated a substantial sum. I bis Savings and 
Profit Sharing Fund will enable an employe to secure an income for himself 
alter the close of his active business career or, in case of his death, for his 
family.” 











This has been the guiding philosophy ever since and the present Board of 
Directors agrees that the Fund has contributed in a major way to the success 
of the Company. Some revisions have necessarily been made to meet changing 
conditions and to conform with Government tax regulations. In this latter re¬ 
spect, a most important revision in 1945 was the establishment of a fixed schedule 
to govern the Company's contribution. 

The Company’s contribution for the year to The Savings and Profit Sharing 
Pension Fund of Sears, Roebuck and Co. Employes was §30,462,036. There were 
104,100 members in the Fund and the Fund owned 5,426,574 shares of Company 
stock, w hich equalled 23% of the total stock outstanding; and also had §65,638,797 
in cash and other securities, making the total value of the fund §350,533,932 at 
the close of the year. Cash and other securities are maintained to equal the 
amount employes have paid into the Fund to protect members from loss of their 
own money. The Fund Trustees are governed bv this principle. 

Another important change w as the establishment in 1944 of The Supplemental 
Savings and Retirement Plan of Sears, Roebuck and Co. Employes. Since the 
basis for participating in the Profit Sharing Fund is compensation up to a maxi¬ 
mum of §5,000 annually, employes with an income in excess of §5,000 did not re¬ 
ceive retirement benefits proportionate to those with an income of §5,000 or less. 
To provide more equitable retirement benefits for employes whose annual com¬ 
pensation exceeds §5,000, the directors recommended to the stockholders in 1945 
the approval of The Supplemental Savings and Retirement Plan of Sears, Roebuck 
and Co. Employes. The stockholders approved the Plan. These benefits mav in 
no case be greater to these employes proportionately than the benefits to employes 
in The Savings and Profit Sharing Pension Fund and arc further limited to a 
maximum annual pension of §10,000. 

The Company’s contribution for the year to The Supplemental Savings and 
Retirement Plan was §2,500,000. The membership in this Plan numbered 6,253 
employes, of whom 90 are retired ami receive monthly pension checks. 

The employes are required to share the costs of these Plans by contributing a 
percentage of their compensation on which their participation is based. 

Further explanation of both Plans is contained in the Proxy Statement. 

Officers 

Mr. Charles 11. Kellstadt was appointed Vice President in Charge of the 
Southern Territory on February 3, 1950, succeeding Mr. Jackson F. Moore, re¬ 
signed. Mr. Kellstadt has been an employe since May 16, 1932, serving as Man- 
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ager of our Cleveland Group of stores until 1946, since which time he had been 
Retail Merchandise Manager for the Company. 

* * * * * * * 

The directors and officers wish to acknowledge the fine work and excellent co¬ 
operation of our employes. The Company is fortunate in having fine team¬ 
work, which contributed materially in making this the Company's greatest year— 
largest sales and income, ami strongest financial condition. 

Another important contribution towards this success is acknowledged—the 
close working relationship the Company enjoys with many manufacturers and 
suppliers who so capably meet the need of an ever-expanding business to the bene¬ 
fit of the Company and themselves. 

Such relationships do not appear in the financial reports but, nevertheless, are 
important assets. Their attainment is a measure of the character of a company— 
what it is, what it stands for, and how it lives from day to day and over the years. 
In substance, these relationships are an indication of a company's acceptance by 
its own people, its associates, and, in a larger sense, by its customers. We shall 
endeavor to continue to merit this acceptance. 

Your inquiries or suggestions concerning the Company are always welcome. 

By order of the Board of Directors, 


CHAIRMAN / 


jl) ~~bst 


PRESIDENT 


March 19, 1951 










SEARS, ROEBUCK AND CO. AND CONSOLIDATED SUBSIDIARIES 
STATEMENT OF FINANCIAL POSITION 


Current Assets: 

Cash. 

Marketable securities —market value $11,772,091 . 

Accounts and notes receivable: 

Customers installment accounts. 

Less accounts sold to banks (less Company’s equity therein) 


Other customers accounts. 

Manufacturers and miscellaneous receivables 


Less estimated collection expenses and losses on installment and other receimbles 

Net accounts anti notes receivable. 

Inventories —at lower of cost {first-in, first-out basis) or market . 

Prepaid advertising and other charges. 

Total Current Assets. 

Less—Current Liabilities: 

Accounts payable. 

Due customers—refunds and unfilled orders. 

Federal taxes on income. 

Other accrued taxes. 

Other accruals. 

Total Current Liabilities. 

Working Capital. 

Investments and Advances: 

Unconsolidated subsidiaries—at cost: 

Insurance companies. 

Foreign subsidiaries. 

Other investments and advances. 

Total Investments and Advances. 

Property, Plant and Equipment (details on following page). 

Net Assets. 

Stockholders’ Equity: 

Capital stock without par value— 

Authorized 24,000,000 shares. 

Issued 23,646,513 shares. 

Accumulated earnings. 


January 31 , January 31 , 

1951 1950 


$263,010,402 

$190,008,871 

5,439,135 

4,945,582 

517.755.131 

390,048.602 

360.896.829 

302,570,068 

156,858,302 

87,478,534 

22,333,591 

13,658,532 

18.139,218 

13,465,378 

197.331,111 

114,602,444 

53,201,473 

39,339,124 

144,129,638 

75,263,320 

380.193,760 

321,396,365 

16,185,951 

13,672,596 

808,958.886 

605,286,734 

65,096,528 

43,592,543 

30,261.892 

16,812,174 

167,000,000 

76,000,000 

29,443,961 

24,463,562 

47,848,473 

32,872,595 

339,650,854 

193,740,874 

469,308,032 

411,545,860 

4,848,347 

4,848,347 

22,520,120 

19,783,521 

9,320,127 

8,608.605 

36.688,594 

33,240,473 

187,346,454 

169,929,677 

$693,343,080 

$614,716,010 


$191,298,972 

502.044,108 

$191,298,972 

423,417,038 

$693,343,080 

$614,716,010 


Charles E. Humm, Comptroller 
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SEARS, ROEBUCK AND CO. AND CONSOLIDATED SUBSIDIARIES 
STATEMENT OF INCOME AND ACCUMULATED EARNINGS 


Net Sales.. 

Other Income. 

Total Income. 

Deduct: 

Cost of sales, advertising, selling, administrative and general expenses. ... 

Rents. 

Repairs and maintenance. 

Depreciation. 

Taxes (other than Federal taxes on income). 

Contributions to: 

The Savings and Profit Sharing Pension Fund of Sears, Roebuck and Co. 

Employes. 

The Supplemental Savings and Retirement Plan of Scars, Roebuck and Co. 
Employes. 


Income before Federal Taxes on income. 

Provision for Federal Taxes on income: 

Normal tax and surtax. 

Excess profits tax. 

Net Income (net earnings) for the year. 

Accumulated Earnings Reinvested in the Business at beginning of year 

Dividends paid. 

Accumulated Earnings Reinvested in the Business at end of year_ 

The foregoing statement excludes undistributed net earnings of unconsolidated 
fiscal year 1950, and §1,603,171 for the fiscal year 1949. 

Property, plant and equipment is stated at cost and comprises the following: 


Land. 

Buildings and improvements. . . . 
Less accumulated depreciation. 


Furniture, fixtures and equipment. 
Less accumulated depreciation.. 


Year ended 
January 31 , 
1951 

Year ended 
January 31, 
1950 

$2,556,371,110 

$2,168,928,412 

4,176,198 

3,738,540 

2,560,547,308 

2,172,666,952 

2,130,805,126 

27,775,871 

16,535,247 

18.839,443 

29,974,604 

1.893,003,627 

25,056,065 

12,106,671 

20,529,088 

23,942,140 

30,462.036 

17,822,613 

2,500,000 

2,000,000 

2.256,892,327 

1,994,460,234 

303,654,981 

178,206,718 

136.500.000 

23,500,000 

70,000,000 

160,000,000 

70,000,000 

143,654,981 

108.206,718 

423,417,038 

368,414,974 

567.072,019 

65,027,911 

476,621.692 

53,204,654 

$502,044,108 

$ 423,417,038 

1 subsidiaries of §5,670,548 for the 

January 31 , 
1951 

January 31, 
1950 

$ 28,281,192 

$ 23,370,155 

191,736,166 

62,912,162 

173,528,515 

56,914,238 

128,824,004 

116,614,277 

98,696,502 

68,455,244 

93,619,874 

63,674,629 

30,241,258 

29,945,245 

§187,346,454 

S 169,929,677 


Charles E. Hu mm. Comptroller 
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TOUCHE, NIVEN, BAILEY & SMART 

CERTIFIED PUBLIC ACCOUNTANTS 


To The Stockholders and Board of Directors of 
Sears , Roebuck and Co. 

We have examined the Statement of Financial Position of Sears, Roebuck, and 
Co. and consolidated subsidiary companies as of January 31, 1951, and the related 
Statement of Income and Accumulated Earnings for the fiscal year then ended. 
Our examination was made in accordance with generally accepted auditing stand¬ 
ards, and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying Statement of Financial Position and State¬ 
ment of Income and Accumulated Earnings present fairly the financial position of 
Sears, Roebuck ami Co. and consolidated subsidiaries at January 31, 1951, and the 
results of their operations for the fiscal year then ended, in conformity with general¬ 
ly accepted accounting principles applied on a basis consistent with that of the 
preceding year. 

TOUCHE, NIVEN, BAILEY & SMART 

Chicago, Illinois 
March 17, 1951 
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ALLSTATE INSURANCE COMPANY AND 
SUBSIDIARY, ALLSTATE FIRE INSURANCE COMPANY 
CONSOLIDATED BALANCE SHEET 


ASSETS 


U.S. Government Securities. 

State and MunicipaJ Bonds. 

Other Bonds and Mortgage Loans 
Preferred and Common Stocks.... 

Office Buildings. 

Cash. 

Premiums in Course of Collection. 

Interest Accrued. 

Other Assets. 

Total Admitted Assets... 


December 31, 

December 31, 

1950 

1949 

$11,141,033 

$13,214,054 

40,526,403 

17,843,618 

109,834 

277,332 

10.815,286 

8,794,491 

4,212,499 

3,733,860 

1,722,615 

5,628,487 

9,808,331 

6,172,065 

405,550 

264,990 

125,208 

— 

$78,866,759 

$55,928,897 


LIABILITIES 


Reserve for Losses and Loss Expense 

Unearned Premiums. 

Federal Income and Excess Profits Taxes 

Other Taxes. 

Accrued Expenses and Other Liabilities.. 

Voluntary Additional Loss Reserve. 

Capital Stock. 

Surplus. 

Total Liabilities. 


$20,519,195 

32,703,170 

3,980,981 

1,406,000 

1,498,587 

750,000 

1,500,000 

16,508,826 

$78,866,759 


$14,759,479 

21,560,983 

2,885,347 

875,370 

1,619,433 

1,500,000 

12,728,285 

$55,928,897 


Bonds shown in the above statement are carried at amortized values; stocks are carried at market values as pre¬ 
scribed by the National Association of Insurance Commissioners. 
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